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DIGEST 

Service member who paid cash for his home may not prorate 
the purchase amount monthly in order to include it in his 
"monthly housing cost" f o r  purposes of obtaining a full 
Variable Housing Allowance (VHA). The purpose of a VHA is 
to defray housing costs in those parts of the United states 
where housing costs are especially high, and since the 
allowance is intended to be attuned to members' actual 
housing costs, a member who has no actual out-of-pocket 
housing expense does not qualify for the full allowance. 

DECISION 

We are asked whether a service member who paid cash f o r  his 
house may prorate the amount he paid on a monthly basis in 
order to receive a full Variable Housing Allowance (VHA).l/ - 
We conclude that such proration is not permissible. 

A VHA, authorized by 3 7  U.S.C. § 403a (Supp. IV 1986), 
is paid to a service member who is entitled to a basic 
allowance for quarters (RAQ) if he or she is assigned to 
duty in a high cost housing area of the united states. 
Until the section was amended in 1985 by Public Law 99-145, 
§ 602(c)(2), 9 9  Stat. 637, a member's actual housing costs 
were not directly relevant in determining the amount of VHA 
he or she received. Presently, however, the law requires 
that a member's monthly VHA be reduced by one-half of the 
amount by which his total VHA and BAO exceed his "monthly 
housing costs." 37  U.S.C. $4 403a(c)(6)(A). 

l-/ The request fo r  decision was submitted by the Chief 
Accounting and Finance Branch, Headquarters 1st Tactical 
Fighter Wing (TAC), Lanqley Air Force Base and assigned 
PDTATAC Control No. 88-8 by the Per Diem, Travel and 
Transportation Allowance Committee. 



In t h i s  c a s e ,  L t .  Colonel  Carey L. Freeman purchased a 
home i n  Poquoson, V i r q i n i a ,  w i t h  c a s h  h e  r ece ived  a s  
p a r t  of an i n h e r i t a n c e .  Because Colonel  Freeman was 
a b l e  t o  pay cash  for t h e  p r o p e r t y ,  h e  d i d  not  r e c e i v e  a 
mortgage loan  and, t h u s ,  h a s  no monthly mortqage payment. 
Colonel  Freeman's monthly hous ing  cost t h u s  c o n s i s t s  o n l y  
of hazard l i a b i l i t y  i n s u r a n c e ,  r e a l  e s t a t e  t a x e s ,  e t c . ,  
s o  t h a t  he does  not  q u a l i f y  f o r  VHA. In o r d e r  to q u a l i f y  
f o r  t h e  f u l l  VHA t o  w h i c h  he o t h e r w i s e  would be e n t i t l e d ,  
Colonel Freeman r e q u e s t s  t h a t  t h e  amount h e  pa id  i n  c a s h  
f o r  t h e  p r o p e r t y  be p r o r a t e d ,  monthly,  over  t h e  p e r i o d  of 
t i m e  he would have t a k e n  t o  purchase  t h e  home w i t h  mortqaqe 
f i n a n c i n q ,  and t h a t  t h e  p r o r a t e d  amount be i n c l u d e d  i n  h i s  
monthly housinq c o s t s  f o r  VHA pu rposes .  

I n  our r e c e n t  d e c i s i o n ,  V a r i a b l e  Housing Allowance, 
R-228860, B-229281, A u q .  1 9 ,  1988, w e  dec ided  e s s e n t i a l l y  
t h e  same i s s u e .  In t h a t  c a s e ,  a member who paid cash  f o r  
h i s  home reques t ed  t h a t  h e  be p e r m i t t e d  t o  i n c l u d e  a s  a 
monthly housing c o s t  h i s  " o p p o r t u n i t y  cos t " - - the  i n t e r e s t  
o r  r e t u r n  OD inves tment  h e  c a l c u l a t e d  h e  l o s t  each month 
on t h e  money h e  pa id  f o r  h i s  house r a t h e r  t h a n  t a k e  o u t  
a mortqaqe and i n v e s t  t h a t  money. W e  d i d  no t  a l l o w  t h a t  
"cost" because whether t h e  member i n  f a c t  i n c u r s  s u c h  
a " c o s t "  depends on t h e  y e t  t o  be  de te rmined  i n v e s t m e n t  
performance of h i s  home v e r s u s  ano the r  i n v e s t m e n t ,  and 
i n c l u d i n g  o p p o r t u n i t y  c o s t s  would p r e s e n t  a s e r i o u s  adminis- 
t r a t i v e  problem i n  v i e w  of t h e  many f i n a n c i a l  a l t e r n a t i v e s  
a v a i l a b l e  t o  home buyers .  W e  a l s o  noted t h a t  t h e  s e r v i c e s  
had some a d m i n i s t r a t i v e  l a t i t u d e  i n  implementing t h e  VHA 
s t a t u t e ,  and t h e y  e x p l i c i t l y  had chosen not  t o  i n c l u d e  s u c h  
c o s t s  i n  t h e  d e f i n i t i o n  of "monthly housinq c o s t s . "  

Moreover, t h e  purpose  of a VHA i s  t o  d e f r a y  housinq c o s t s  
i n  t h o s e  p a r t s  of t h e  U n i t e d  S t a t e s  where housinq c o s t s  
a r e  e s p e c i a l l y  h igh .  The  1985 amendments t o  t h e  program 
were enac ted  due t o  c o n g r e s s i o n a l  concerns  about t h e  cost 
of t h e  program and t u  more c l o s e l y  a t t u n e  t h e  a l lowance t o  
members' a c t u a l  hous ing  c o s t s .  V a r i a b l e  Housing Allowance, 
R-224133, Dec. 2 2 ,  1987, 67  Comp. Cen. . As s t a t e d  
above, Colonel Freeman's a c t u a l  m o n t h l y h o u s i n g  c o s t s  a r e  
l i m i t e d  t o  items l i k e  i n s u r a n c e  a n d  t a x e s .  

I n  v i e w  o f  our  r e c e n t  d e c i s i o n  and t h e  i n t e n t  of t h e  1985 
amendments t o  t h e  VHA program t o  t i e  t h e  payment of VHA t o  
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a c t u a l  mon th ly  h o u s i n g  c o s t s ,  t h e  mon th ly  p r o r a t i o n  of a 
cash p u r c h a s e  of a house  is  n o t  permissible  i n  c a l c u l a t i n q  
t h e  "month ly  h o u s i n g  cost" of a s e r v i c e  member. 

- I of  t h e  U n i t e d  S t a t e s  
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